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Federal Reserve System § 226.6

10d If the disclosures and brochure are
mailed to the consumer, the consumer is
considered to have received them three busi-
ness days after they are mailed.

11 A creditor is not required to adjust the
range of balances disclosure to reflect the
balance below which only a minimum charge
applies.

12 If a creditor is offering a variable rate
plan, the creditor shall also disclose: (1) The
circumstances under which the rate(s) may
increase; (2) any limitations on the increase;
and (3) the effect(s) of an increase.

13 If no finance charge is imposed when the
outstanding balance is less than a certain
amount, no disclosure is required of that fact
or of the balance below which no finance
charge will be imposed.

plan and demand repayment of the en-
tire outstanding balance in advance of
the original term except:

(i) In the case of default;
(ii) If the consumer transfers title to

the property securing the note;
(iii) If the consumer ceases using the

property securing the note as the pri-
mary dwelling; or

(iv) Upon the consumer’s death.
(g) Refund of fees. A creditor shall re-

fund all fees paid by the consumer to
anyone in connection with an applica-
tion if any term required to be dis-
closed under paragraph (d) of this sec-
tion changes (other than a change due
to fluctuations in the index in a vari-
able-rate plan) before the plan is
opened and, as a result, the consumer
elects not to open the plan.

(h) Imposition of nonrefundable fees.
Neither a creditor nor any other person
may impose a nonrefundable fee in con-
nection with an application until three
business days after the consumer re-
ceives the disclosures and brochure re-
quired under this section.10d

[Reg. Z, 54 FR 24686, June 9, 1989, as amended
at 55 FR 38312, Sept. 18, 1990; 55 FR 42148, Oct.
17, 1990; 57 FR 34681, Aug. 6, 1992; 60 FR 15471,
Mar. 24, 1995]

§ 226.6 Initial disclosure statement.

The creditor shall disclose to the
consumer, in terminology consistent
with that to be used on the periodic
statement, each of the following items,
to the extent applicable:

(a) Finance charge. The circumstances
under which a finance charge will be
imposed and an explanation of how it
will be determined, as follows:

(1) A statement of when finance
charges begin to accrue, including an
explanation of whether or not any time
period exists within which any credit
extended may be repaid without incur-
ring a finance charge. If such a time
period is provided, a creditor may, at
its option and without disclosure, im-
pose no finance charge when payment
is received after the time period’s expi-
ration.

(2) A disclosure of each periodic rate
that may be used to compute the fi-
nance charge, the range of balances to
which it is applicable,11 and the cor-
responding annual percentage rate.12

When different periodic rates apply to
different types of transactions, the
types of transactions to which the peri-
odic rates apply shall also be disclosed.

(3) An explanation of the method
used to determine the balance on which
the finance charge may be computed.

(4) An explanation of how the amount
of any finance charge will be deter-
mined,13 including a description of how
any finance charge other than the peri-
odic rate will be determined.

(b) Other charges. The amount of any
charge other than a finance charge
that may be imposed as part of the
plan, or an explanation of how the
charge will be determined.

(c) Security interests. The fact that the
creditor has or will acquire a security
interest in the property purchased
under the plan, or in other property
identified by item or type.

(d) Statement of billing rights. A state-
ment that outlines the consumer’s
rights and the creditor’s responsibil-
ities under §§ 226.12(c) and 226.13 and
that is substantially similar to the
statement found in appendix G.

(e) Home equity plan information. The
following disclosures described in
§ 226.5b(d), as applicable:

(1) A statement of the conditions
under which the creditor may take cer-
tain action, as described in
§ 226.5b(d)(4)(i), such as terminating the
plan or changing the terms.

(2) The payment information de-
scribed in § 226.5b(d)(5) (i) and (ii) for
both the draw period and any repay-
ment period.
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12 CFR Ch. II (1–1–01 Edition)§ 226.7

14 See footnotes 11 and 13.
15 If a variable rate plan is involved, the

creditor shall disclose the fact that the peri-
odic rate(s) may vary.

(3) A statement that negative amor-
tization may occur as described in
§ 226.5b(d)(9).

(4) A statement of any transaction
requirements as described in
§ 226.5b(d)(10).

(5) A statement regarding the tax im-
plications as described in § 226.5b(d)(11).

(6) A statement that the annual per-
centage rate imposed under the plan
does not include costs other than inter-
est as described in §§ 226.5b(d)(6) and
(d)(12)(ii).

(7) The variable-rate disclosures de-
scribed in § 226.5b(d)(12) (viii), (x), (xi),
and (xii), as well as the disclosure de-
scribed in § 226.5b(d)(5)(iii), unless the
disclosures provided with the applica-
tion were in a form the consumer could
keep and included a representative
payment example for the category of
payment option chosen by the con-
sumer.

[Reg. Z, 46 FR 20892, Apr. 7, 1981, as amended
at 54 FR 24688, June 9, 1989]

§ 226.7 Periodic statement.
The creditor shall furnish the con-

sumer with a periodic statement that
discloses the following items, to the
extent applicable:

(a) Previous balance. The account bal-
ance outstanding at the beginning of
the billing cycle.

(b) Identification of transactions. An
identification of each credit trans-
action in accordance with § 226.8.

(c) Credits. Any credit to the account
during the billing cycle, including the
amount and the date of crediting. The
date need not be provided if a delay in
crediting does not result in any finance
or other charge.

(d) Periodic rates. Each periodic rate
that may be used to compute the fi-
nance charge, the range of balances to
which it is applicable,14 and the cor-
responding annual percentage rate.15 If
different periodic rates apply to dif-
ferent types of transactions, the types
of transactions to which the periodic
rates apply shall also be disclosed.

(e) Balance on which finance charge
computed. The amount of the balance to
which a periodic rate was applied and
an explanation of how that balance was
determined. When a balance is deter-
mined without first deducting all cred-
its and payments made during the bill-
ing cycle, that fact and the amount of
the credits and payments shall be dis-
closed.

(f) Amount of finance charge. The
amount of any finance charge debited
or added to the account during the bill-
ing cycle, using the term finance
charge. The components of the finance
charge shall be individually itemized
and identified to show the amount(s)
due to the appliction of any periodic
rates and the amount(s) of any other
type of finance charge. If there periodic
rate, the amount of the finance charge
attributable to each rate need not be
separately itemized and identified.

(g) Annual percentage rate. When a fi-
nance charge is imposed during the
billing cycle, the annual percentage
rate(s) determined under § 226.14, using
the term annual percentage rate.

(h) Other charges. The amounts,
itemized and identified by type, of any
charges other than finance charges
debited to the account during the bill-
ing cycle.

(i) Closing date of billing cycle; new
balance. The closing date of the billing
cycle and the account balance out-
standing on that date.

(j) Free-ride period. The date by which
or the time period within which the
new balance or any portion of the new
balance must be paid to avoid addi-
tional finance charges. If such a time
period is provided, a creditor may, at
its option and without disclosure, im-
pose no finance charge when payment
is received after the time period’s expi-
ration.

(k) Address for notice of billing errors.
The address to be used for notice of
billing errors. Alternatively, the ad-
dress may be provided on the billing
rights statement permitted by
§ 226.9(a)(2).

[46 FR 20892, Apr. 7, 1981; 46 FR 29246, June 1,
1981]
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